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TELECOMMUNICATIONS/Bell InterLATA Services, more conditions on

SUBJECT: Telecommunications Competition and Deregulation Act of 1995 . . . S. 652. Stevens motion to table the
Kerrey amendment No. 1307.

ACTION: MOTION TO TABLE AGREED TO, 79-21

SYNOPSIS:  Asreported, S. 652, the Telecommunications Competition and Deregulation Act of 1995, will amend

telecommunications laws and reduce regulations in order to promote competition in the telecommunications industry
eliminating barriers that prevent telephone companies, cable companies, and broadcasters from entering one another's mat
will also permit electric utilities to enter the cable and telephone markets. Judicial control of telecommunicationsgdadizyg in
the "Modified Final Judgment" regime, will be terminated.

The Kerrey amendmentwould amend the requirements for a Bell Operating Company (BOC) or any affiliate or subsidiary ¢
a BOC to provide interLATA (local area and transport area) services by mandating that it must reach interconnection agreer
(instead of an agreement) that meet the interconnection checklist requirements in the bill. (The interconnection cheaildist cor
those steps a BOC will have to take to give competitors access to its networks, facilities, rights-of-way, and other flisments
telephone service operations, in order to give those competitors equal access to customers within its operating area.)
interconnection agreements would have to include agreements with telecommunications carriers capable of providing a subs
number of business and residential customers with telephone exchange or exchange access service.

During debate, Senator Stevens moved to table the Kerrey amendment. The motion to table is not debatable; however,
debate preceded the making of the motion. Generally, those favoring the motion to table opposed the amendment; those op
the motion to table favored the amendment.

Those favoringthe motion to table contended:

The Kerrey amendment adds an unreasonable restriction on BOC entry into the interLATA market. Under the terms of this

(See other side)
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for a BOC to enter the interLATA market it will have to have entered into an agreement with a telecommunications contpetitor tha
meets the interconnection requirements contained in the bill checklist. In other words, before it may provide long dis&nce pho
service, it must first allow local competition. Our colleagues fear that a BOC may subvert the intent of this requirerteritidy en

into an agreement with a telecommunications provider that does not have the ability to exercise its rights under the Bigegement.

fear that a BOC may agree to compete with a company that is not capable of competing. However, they overlook two ingortant fact
First, in section 251(g), the bill will also require local exchange carriers to give any company, on request, the samedtitercon

rights that it has given to another company. Thus, once a BOC has entered into one agreement with a company to allow it to
interconnect, it has essentially agreed to let every other company that asks for it the same right to interconnect.t&raering in
interconnection agreement with any company, however small, is an agreement to open up a market to local competitiorr. Second, ou
colleagues overlook the fact that long distance companies will be actively involved in negotiations on opening up local markets
Those companies, which are capable of defending themselves, will make sure that the agreements that are negotiatpdnvill truly o
up local markets before BOCs are allowed into long distance markets.

Though no useful benefit would derive from passing the Kerrey amendment, it would have two negative results. First, it would
work against smaller companies that wish to provide local phone services. Bell companies would not want to hegotiatemwith small
companies on interconnection agreements, because gaining FCC approval for such agreements would not be enough to allow them
to gain approval for providing long distance services. Therefore, the first companies that would be able to get signetsagreemen
allowing them to provide local phone services would be large companies. Small companies could follow on to those agreements,
but the big companies would get an unfair head start. Second, and more destructively, this amendment fails to recoguize the uni
nature of smaller markets. A subsidiary of a BOC in a rural area, for example, might wish to provide long distance skifvices, bu
no large-scale competitor were interested in signing an interconnection agreement this amendment would block its elatry. It shou
be enough for such a subsidiary to open its local market; it should not have to prove it has a large, active competita before
allowed to provide long distance phone service.

Our colleagues fear that BOCs may only pretend to open their local markets in order to win approval to enter the long-distance
market is unwarranted. Their solution to this non-existent problem is destructive. We therefore urge our colleagues toetaible th
amendment.

Those opposinghe motion to table contended:

The goal of this bill is to promote competition in the telecommunications industry. To further that end, particular reguirement
have been placed on BOCs to make them open up their local phone markets before they may offer long distance phoneeservice. Thos
requirements were put in place to guard against letting BOCs enter while they still have monopoly control over local jgeone serv
If we let these companies enter while they still have monopoly control, they will have an unfair competitive advantagerover oth
long distance providers. They will then quickly end up dominating the market. Instead of having competition in local service an
long distance service, we will have monopoly, or oligopoly, service in both. The three requirements in this bill are thattsBOC
provide long distance service through an affiliate, that it must open up its local market by signing an agreement witly éocompan
open its market to that company, and that the FCC must determine that its entry is in the public interest. These regairernents a
strong enough. The way the bill is written, a BOC could make an agreement to open up its market with a company that is not
technically capable of offering real competition to the BOC. The FCC would approve that agreement if it met the checklist
requirements. If the FCC then found that it was in the public interest to let the BOC provide long distance phone sérvioal¢and
not use the antitrust standards that are used by the Justice Department), the BOC could enter the long distance miik@tgvhile re
its local phone monopoly.

To remedy this problem, we have offered the Kerrey amendment. The Kerrey amendment would change the requirement for a
BOC to open its market by requiring it to sign more than one agreement with companies to allow local phone service competition,
and by requiring at least one of those agreements to be with a company capable of providing significant competition. This
straightforward approach would avoid all of the problems some Senators had with the earlier Thurmond and Dorgan amendments
(see vote No. 250). Without increasing Government oversight, this amendment would guarantee that BOC's would give up their loca
monopoly power before offering long distance phone service. The amendment is meritorious, and we therefore oppose the motion
to table it.



